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Personal income is considered to be one of the best single measures 
of economic progress and well-being. 
state, and local. 
monthly by the U. S. Department of Cammerce, Office of Business Economics, in 
its Survey of Current Business, and state estimates are prepared annually. 
Unfortunately, camparable estimates of persosal incme at the county level are 
not available. Because of the need for incorne infomatian at. the mb-sta%e 
level, a research effort was undertaken, under the sponsorship of the National 
Aeronautics and Space Administration, to develop estimates of county incme, 
population and other measures of economic progress for a six-state region.* 
Questions relating to concepts, methodology, data souTces, and data limitations 
for the region as a whole are discussed in separate vo1umes.w This appendix 
volume dealing with the State of Nebraska was prepared by Dr. Wallace C. 
Peterson, Department of Economics, University of Nebraska, and portions were 
published by the Nebraska Bureau of Business Research.- This report is one 
of six which present the methodology followed by the respective states along 
with estimates of county population and personal income. 

This is true at all levels--national, 
Estimates af personal income for the nation are published 

* Arkansas, Iowa, Kansas, Missouri, Nebraska, and Oklahoma .  
* Midwest Research Institute, Methods of Estimating Personal Inc- by 

County in the Six-State Region of Arkansas, Iowa, Kansas, Missouri, 
Nebraska, and O k l a h m a ,  May 1966. 

Richard W. Poole, James I). Tarver, David White, and William R. Gurley, 
An Evaluation of Alternative Techniques for Estimating County  population 
in a Six-State Area, Economic Research Series Number 3, Oklahoma State 
University, 1966. 

Block Data for Regional Analysis: Oklahama ,  Research Foundation, 
O k l a h o m a  State University, March 1965. 

W. Nelson Eeach, Richard W. Bole, James Do Tarver, Larkin Bo Warner, 
and TRe B. Zink, Source Notes and Explanations for County Building Block 
Data for Regional Analysis, Reseaxch Foundation, Oklahoma State Uni- 
versity, March 1965. 

and Class of Service, Oklahoma, 1950 and 1960, Research Foundation, 
Oklahoma State University, 1965. 

1950 - 1962," Business Research Bulletin No. 71, Bureau of Business 
Research, University of Nebraska, 1965. 

W. Nelson Feach, Richard W. Poole, and James I>. Tarver, 

Larkin B. Warner, Estimates of Electricity Sales by Utilities, by County 

** Wallace C. Peterson, "Personal Income in Nebraska and Nebraska Counties: 
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I. INTRODJCTIOI'? 

The purpose of t h i s  study was t o  develop a rel iable  series of data 
on personal income i n  Nebraska's 93 counties for  the period 1950 through 1962. 
An integral  part  of the study has been the development of a methodology by 
means of which future estimates of county personal income may be quickly and 
accurately obtained. 

!Ibis study was ccanpleted before the results of the 1963 Census of 
Business were published. Now that  these figures are available, new allocators 
w i l l  be constructed for the years since 1960 and county estimates for 1963 and 
1964 w i l l  be computed. 
the Bureau of Business Research of the University of Mebraska. 
t ha t  these figures can be brought up t o  date annually thereafter. 

The revised and updated figures w i l l  be published by 
It i s  hoped 

This report discusses personal incane concepts and methods used t o  
derive estimates of personal income for Nebraska counties. 
county incame and population are presented i n  tables a t  the end of the report. 
A more detailed analysis of Nebraska county income i s  presented i n  "Fkrsonal 

Estimates of 

Income in Nebraska and Nebraska Counties: 
Bulletin No. 71, Bureau of Business Research, University of Nebraska, 1965, 

1950 - 1962," Business Research 

by Dr. Wallace C. Peterson, who served as s ta te  project director on the study. 

11. THE PERSOPSAL INCOME CONCEPT 

Within the last few decades income has come t o  be regarded as the 
best and most comprehensive single measure of the general level  of economic 
act ivi ty  and well-being for a nation, for a s ta te ,  and' for  regions. In  the 
United States, as elsewhere, there has been since the 1930's significant pro- 
gress i n  the development of techniques for defining and measuring the many 
dimensions of income, including i ts  component parts. 
National Income Division of the U. S. Department of Commerce has the primary 
responsibility for cumpiling and publishing s t a t i s t i c a l  data pertaining t o  
various national income and product aggregates .1/ 

In t h i s  country the 

I! A basic source fo r  fundmental concepts, definitions, and methodology i n  
national income and social accounting is  the 1954 Supplement t o  the Sur- 
vey of Current Business entitled - Xational Income, - published by the U. S. 
Department of Commerce, Washington, I). C. 

c 
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A .  The Nature of Personal Inccane 

Personal income is but one of several measures of aggregate income 
and product employed in  contemporaq systems of national incane accounting 
and analysis. Among the measures most widely known are those of the - gross 
national product and the national income. The gross national product is a 
measure of the nation's t o t a l  production during a period of t ime,  normally the 
calendar year, while the national income is  a measure of the aggregate inccnne 
earned by the mer6 of the econ c resources which participated i n  the pro- 

incaaae are the two most fundamental measures of aggregate econciuic act ivi ty  
which we possess, 

ductfort of the national output. 18" The gross national product and the national 

Personal income has its ultimate source i n  the national incane, 
which in  turn has i ts  origin i n  the production of goods and services. 
fined by the Department of Ccnmnerce, personal income i s  "the current income 
received by persons fram a l l  sources, inclusive of transfers f r o m  government 
and business but exclusive of transfers among persons. 'Id 
particularly that it i s  a measure of money income received by p e r a o d  i n  con- 
t r a s t  t o  the national income concept, which is a measure of money income 
earned i n  the productive process. If all income earned i n  the process of pro- 
ducing the nation's output were actually paid out t o  persons, and if, in  ad- 
dition, the only source of income for  persons w a s  participation in the process 
of production through the ownership of economic resources, there would be no 
difference between the national incaane and personal inctnne. Such, though, is  
not the case, fo r  some of the incame earned i n  the process of production does 
not actually accrue t o  individuals--e.g., the retained earnings of corpora- 
tions--and many persons receive income even though they are neither currently 
employed nor own property which w i l l  yield an incame. Retired persons l iving 
on social security benefits are an example of the l a t t e r  situation- 
reasons there is at  the national level  a significant difference between the 
national income and personal income. 

As de- 

(he should note 

For these 

B i d . ,  p. 58. 
In national income accounting not only individuals but nonprofit inst i tu-  

tions, private t r u s t  M d s ,  and private pension, health, and welfare 
funds are  classified as "persons." 
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More specifically, then, personal income i s  the sum of wage and 
salary payments; other labor income; proprietors' and rental  income; interest  
and dividends; and transfer payments.4/ 
"before tax" measure of money income, although it is  the normal practice of 
the Department of Commerce t o  deduct f'rm the above t o t a l  p r s o n a l  contribu- 
t ions for social  security. Aside fromthis, the concept measures incame re- 
ceived by persons prior t o  ,payment of incame and other direct  taxes. 

It can thus be seen t o  be basically a 

B. State Personal Incme 

The foregoing definition of personal income applies t o  the nation as 
a whole, but as such it i s  the basis for the concept of the personal income of 
a state.  The Department of Commerce defines s ta te  personal income as "the 
current income received by residents of the States f r o m  all sources."d Like 
the national to ta l s ,  s ta te  personal  income i s  measured before deduction of in- 
come and other direct personal taxes, but after the deduction of the individ- 
ual ' s  contribution t o  social security. 

In addition t o  the fact that  personal income is  a before-tax matter-- 
both nat ional  and state--it i s  important t o  note that the concept i n c l u ~ e s  an 
allowance for  nonmonetary income, or income received "in kind" rather than i n  
cash. Income i n  kind consists primarily of such items as food, lodging, and 
clothing received by employees; the net ren ta l  value of owner-occxpied homes; 
and the net value of food and fuel produced and consumed on the farms. The 
Department of Cannnerce has estimated tha t  for  the nation as a whole "income 
i n  kind" accounts f o r  about 4 per cent of personal income but that th i s  per- 
centage figure varies rather widely f r o m  state t o  s t a t e . d  

From the point of view of the states--and the counties as well--the 
definition of residents and the location of both the place of residence and 
the  place of work arematters ofcrucial  importance. As used by the Department 
of Commerce the term "residents" refers t o  a l l  persons, including nonprofit 
insti tutions,  private trust Funds, and private pension, health, and welfare 
funds, actually residing in the state. This includes the military personnel 
stationed in  each s ta te ,  together w i t h  the members of the i r  families who are 
w i t h  them. The residence concept employed by the Department of Commerce i s  

Transfer payments consist of money payments t o  individuels from government 
(other than government interest)  and business for  which no services are 
rendered currently. They also include corporate g i f t s  t o  nonprofit in- 
st i tutions and individuals' bad debts t o  business. 

by States Since 1929, U. S. Department of Commerce, Washington, p. 49. 
See the 1956 Supplement t o  the Survey of Current Business, Personal Incme 

Did . ,  p. 57. 



one that  re la tes  t o  the actual location of persons, rather than t o  the i r  res- 
idence i n  any legal sense. 
been employed a t  the county level. 

In this study the same concept of residence has 

A matter of greater canplication concerns the relationship between 
Conceptually, personal income the place of residence and the place of work. 

should be measured a t  the place of residence of the income recipient. 
follows f r o m  the basic notion of personal incame as a measure of money income 
received by residents of a particular geographical area, i.e., the nation, the 
s ta te ,  or the county. 
is actually earned and the place of residence often do not coincide. 
s t a t e  level  individuals may l ive  in one s ta te  and either work o r  get income 
from sources located i n  another s ta te ,  
county. 
the s ta te  or county level re la te  t o  the geographical area i n  which the incwx? 
is earned rather than t o  the place of residence of the income recipient. 
Idea-, an adjustment should be made t o  ref lect  such differences, but as a 
practical  matter such an adjustment i s  not always possib1e.u 

This 

Complications arise because the place a t  which incane 
A t  the 

The same applies a t  the level  of the  
Frequently the data by which measures of income are derived a t  either 

C. The Sources of Personal Income 

In the foregoing section personal income was  defined as being the 
sum of several different types of income, t o  w i t ,  wages and salaries and 
various forms of property income. 
understanding of the concept a more detailed explanation of the nature of each 
of the components of personal incanne i s  warranted. 

In the interest  of the m e s t  possible 

Tfiis follows: 

1/ A "situs" adjustment is particularly important at  the county level i n  those 
instances i n  which there may be a considerable amount of inter-county 
commuting. 
attempted, primarily because of a lack of adequate data on the extent of 
inter-county cananuting towork i n  the state.  The 1960 Census of Popu- 
la t ion contains data on t h i s  point, but it was not thought desirable t o  
extrapolate the data for 1960 back through the prior t en  years cuvered 
by the study. In future computations of county personal income it may 
be feasible t o  carry out a "situs" adjustment on the basis of the inter- 
countv commutine: data t o  be fuund i n  the 1960 Census. 

In the present study no such "situs" adjustment has been 
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1. Wage and salary payxm? nts: Bese  consist of the t o t a l  remunera- 

t i on  t o  employees, including the value of payments i n  kind which represent in- 
come t o  the recipient. Wages and salaries are measured before deductions for 
Social Security, union dues, or any other purposes. A t  the s ta te  (and the 
county) level t h i s  measure covers not only the employees of a l l  nonfarm busi- 
ness establishments, but also of farms, private hwseholds, hospitals, and 
private educational, social  service, and nonprofit institutions. A l l  govern- 
ment employees are covered by t h i s  measure, including those of s ta te  gavern- 
ments, local governments (including school d i s t r ic t s ) ,  and the Federal gwern- 
~~eent. !?we m d  sabr;r p q m a t s  by the Latter izcl?&! 3&h m;litsly m d  civil- 
ian employees. 

2. Other labor income: This category consists of a variety of pay- 
ments t o  employees, of which the most important are employer contributions 
under private pension, health and welfare, and group insurance plans; cmpen- 
sation for  injuries; the pay ofmi l i ta ry  reservists; and other minor items such 
as jury fees and director 's  fees. Other labor income is  a relatively minor 
component of personal income. In the present study "other labor income" i s  
normally combined w i t h  wage and salary payments t o  derive a single category 
consisting of a l l  forms of compensation t o  employees. 

3. Proprietors' incame: This component measures the net earnings 
of a l l  nonincorporated enterprises, including farmers, professional persons, 
and others i n  a self-emplayed status. The bulk of unincorporated enterprises 
consists of sole proprietorships and partnerships, although th i s  category also 
includes producer's cooperatives and other numerically minor forms of noncor- 
porate business. Net earnings are assumed t o  accrue t o  the proprietors of the 
enterprise even though a l l  such earnings may not, i n  fact ,  have been w i t h -  
drawn from the enterprise. 
measured prior t o  any tax payments of an individual nature. 

As with the other income components, the data are 

4. Property incame: Income in  th i s  categcry consists of dividends, 
personal interest ,  and rents, Included i n  the to t a l s  are  imputed item i n  the 
form of rents for owner-occupied houses, the value of services rendered t o  
persons by banks without specific charges, and property income withheld t o  the 
account of persons by l i fe  insurance companies. The property on which an in- 
come i s  earned need not be located i n  the s t a t e  or county i n  which the recip- 
ient of the income resides. 

5. Transfer payments: This category comprises, in  general, receipts 

The most important types of transfers are  social  security incomes, 
of persons from business and government f o r  which no services are currently 
rendered. 
pensions (private and public ), welfare payments, unemployment canpensation 
benefits, bad debts t o  business, corporate g i f t s  t o  private nonprofit inst i -  
tutions, and cash prizes, 
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6. Rrsonal  contributions for  social insurance: Contributions made 

by individuals under the various social insurance programs are excluded from 
personal income by treating them as an explicit  deduction item. 
items covered i n  t h i s  category are emplmjee contributions for old age and sur- 
vivors insurance, s ta te  unemployment insurance, railroad retirement insurance, 
and Federal, s ta te ,  and local  employee retirement systems. 

The major 
I 

I 

The abwe categories represent the major sources of personal incaone 
broken down according t o  the kind of income being received, i-e.,  wage and 
salary payments, proprietorship income, etc. In addition, it has been feasible 
i n  the study t o  classify wage and salary payments into the following industrial  
categories: (1) farming; (2)  mining; (3) construction; (4) manufacturing; ( 5 )  
wholesale and retail trade; ( 6 )  finance, insurance, and r e a l  estate;  ( 7 )  trans- 
portation; ( 8 )  communications and public u t i l i t i e s ;  (9) services; (10) govern- 
ment; and (ll) other industries. 
as w e l l  as the previously described classification of personal income by broad 
industrial  source, is particularly useful for analysis of broad changes i n  the 
econcaqy of the s ta te  or a county over a period of time. 

This classification for wages  and salaries,  

D. The Measurement and Use of County Personal Income 

The present study has as i t s  primary objective the measurement of 
caunty income i n  Nebraska for the period 1950 through 1962. 
the research necessary t o  derive da ta  on personal income i n  Nebraska's 93 
counties for  t h i s  period it w a s  also our intent t o  develop a methodology which 
could be used t o  make available each subsequent year accurate data on personal 
income a t  the county level. 

In the course of 

Personal income data for the s ta te  and fo r  the individual counties 
should prove extremely usef'ul fo r  business groups and public agencies iiiter- 
ested i n  the econmic analysis o f the  s ta te  as awhole as well as regions within 
the state.  
components developed i n  this study for  Nebraska's 93 counties w i l l  yield 
valuable information about the econmy of the state,  i t s  structure, and the 
significant changes which are taking place within t h i s  structure. 
great economic developments of our time has been the growing ut i l izat ion of 
s t a t i s t i c s  of national income and product t o  understand and analyze the per- 
formance of the national econamy. It is anticipated tha t  the use of essen- 
t i a l l y  the same techniques w i l l  prove t o  be equally f r u i t f u l  when applied t o  
the analysis of the economies of smaller geographical areas, such as the  s ta te ,  
the region, and the county. 

It is  hoped that the various series on personal income and i ts  

One of the 

I 
I 

The present study is an effor t  i n  t h i s  direction. 
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III. ME3HODSAM)SCglRCES 

The purpose of t h i s  chapter is  t o  describe briefly the methods and 

The pr-ry source of data f o r  the stucly has been 
sources used t o  determine personal inccane in  Nebraska's 93 counties for the 
1350 through i362 period. 
the estimates of s ta te  personal inccme, including its ccmponent parts, campiled 
annually by the U. S. Department of Commerce. 

I;; +Ais s ? x I y  t h e  basic 2rnhla kz9s to construct a series of allo- 
cators by means of which state to ta l s  for  the various camponents of personal 
incane could be allocated t o  the counties. To obtain rel iable  estimates of 
personal income for each cuunty, 19 different categories of incame for which 
s t a t e  t o t a l s  are available were uti l ized. For each of these categories all- 
cators were constructed s o t h a t  the s ta te  t o t a l  i n  each income category could 
be allocated t o  the counties. In the construction of allocators for  the 19 in- 
cane categories it was necessary t o  u t i l i ze  data tha t  presumably have a direct  
and reliable relationship t o  the particular incame component being allocated 
t o  the counties. The f ina l  estimate of personal income i n  each county was ob- 
tained f'ran a summation of the county to t a l s  for each of these 19 ccrnponents 
of personal income. In the following sections the procedures and sources used 
i n  the construction of the allocators for individual components are described 
i n  detail. 

A. Wages and Salaries 

To obtain a figure f o r  total wage and salary payments i n  each county, 
individual allocators were constructed for  state to t a l s  of wage and salary 
payments i n  14 specific industrial or occupation& categories. 
agriculture; mining; contract construction; manufacturing; wholesale and re- 
t a i l  trade; finance, insurance, and r e a l  estate; transportation; canmrlnications 
and public u t i l i t i e s ;  services; Federal government c ivi l ian emplayees; state 
and local  government c ivi l ian employees; military personnel; other industries; 
and other labor income. Wage and salary payments for  the state as a whole i n  
each of these categories are published annually by the Department of Commerce 
i n  the August issue of the Survey of Current Business. 

These include: 

Allocators for  five of the above categories of wage and salary pay- 

The 
ments were constructed on the basis of data contained in  the Census of Pop- 
ulation for  1330 and 1960 and the Census for Business for 1948 and 1958. 
categories ut i l iz ing these sources included mining; contract construction; 
transportation; cmmunications and public u t i l i t i e s ;  and other industries. 
The procedure ut i l ized may be described as follows. 
cators were constructed using data on the number employed i n  each industry by 

For 1950 and 1960 allo- 
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county as reported by the Census of Population. 
weighted by the annual average wage i n  re ta i l ing obtained from the Census of 
Business for 1948 and 1958. 
weighted by the annual average wage in  retai l ing f o r  1948 and the employment 
figure by county for 1960 was weighted by the annual average wage i n  retai l ing 
for  1958. 
reasons. 
average tha t  might be used as a weight, and, second, it w a s  presumed tha t  dif-  
ferences i n  r e t a i l  wages between counties provide as good as index as any other 
possible figure of the relat ive differences prevailing in  wage and income 
levels between the counties. 
puted as a per cent of the weighted to ta l s  for  a l l  the counties t o  obtain the 
basic allocators for 1950 and 1960. 
cators were obtained by a straight-line interpolation. 

The number employed was 

The employment figure by county for  1950 was 

Annual average wages in  re ta i l ing were used as weights for  two 
Firs t ,  they represented the broadest coverage of any possible wage 

me weighted t o t a l  for each county was then com- 

For the years between 1950 and 1960 al l -  

For four other categories of wage and salary payments (manufacturing; 
wholesale and r e t a i l  trade; finance, insurance, and real estate;  and services) 
allocators for the years 1956 through 1960 were constructed on the basis of 
quarterly wage and salary data for firms covered by the unemployment cmpen- 
sation laws. 
sion of the Nebraska Department of Labor. 
salary payments i n  covered employment (obtained by summing the quarterly da ta )  
was expressed as a per cent of the t o t a l  for all counties; these percentages 
then became the allocator used for wage and salary payments i n  each of the 
above industry classifications. For years prior t o  1956 a l lmators  w e r e  con- 
structed i n  a fashion similar t o  the method used for mining and the other in- 
dustries l i s t ed  i n  the paragraph immediately preceding. 
1950 was constructed using the appropriate census data, and for the intervening 
years between 1950 and 1956 al lmators  were obtained by a straight-line inter- 
polat ion. 

These data w e r e  made available by the Ehployment Security Divi- 
For each county the t o t a l  w a g e  and 

The allocator f o r  

For the construction of allocators for wages and salaries paid by 
governments, including military personnel, two basic sources were used. The 
first was a Senate report on Federal Civilian Elnployment by County (the Byrd 
Report), and the second w a s  the Census of population for  1950 and 1960. 
obtain allocators for Federal wage and salary payments the number of' Federal 
employees by county i n  1950 and 1960 w a s  obtained from the E3yrd report. 
t o t a l s  were weighted by the annual average wage in  retai l ing i n  the same 
manner as f o r  mining, contract construction, etc. The weighted t o t a l  i n  each 
county was then computed as a per cent of the weighted t o t a l  for  a l l  counties 
t o  get the allocator f o r  1950 and 1960 for  Federal wage and salary payments. 
Allocators for the intervening years were obtained by a straight-line inter- 
polation. 

To 

These 
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To obtain the number of state and local government employees i n  each 
county in 1950 and 1960, Census of Population data were used. 
gave the t o t a l  of persons employed i n  public administration and public educa- 
t iona l  services i n  each county (military personnel excluded). 
thus obtained the number employed by the Federal government (as reported i n  
the B y r O  report)  tms s-cbtracted. 
government employees i n  each county. 
data on average retail  wages used previously; the weighted average for  each 
county was cmputed as a per cent of the t o t a l  fo r  a l l  counties and used t o  
allocate wage and salary payments t o  the counties f o r  1950 and 1960. Allo- 
cators for  the intervening years w e r e  obtained by a straight-line interpo- 
lation. 

This source 

From the figure 

The result was the  Ilumber of state and loca l  
These to t a l s  w e r e  weighted by the same 

Wages and salaries paid t o  military personnel were allocated t o  the 

Allocators for  
counties directly i n  proportion t o  the number of mili tary personnel i n  each 
county as reported in  the 1950 and 1960 Census of Population. 
intervening years were determined by interpolation. 

The allocator f o r  wages and salaries i n  agriculture is based upon 
data found i n  the Census of Agriculture for 1949, 1954, and 1959. The allo- 
cator for  famu wages was obtained by dividing the farm wages paid i n  each of 
these years (as 
s t a t e  t o t a l  for 
fo r  1950, 1951, 
1956, 1957, and 

State 
t o  the counties 

reported i n  the Census of Agriculture) i n  each county by the 
the same year. The trend From 1949 t o  1954 was interpolated 
1952, and 1953; the 1954-59 trend was interpolated for  1955, 
1958, and extrapolated t o  1960. 

t o t a l s  for  the category "other labor income" were allocated 
i n  the sane proportion as the t o t a l  of wages  and salaries paid 

i n  each county obtained by summing fo r  each county the wage and salary pay- 
ments i n  each of the 13 industrial and occupational categories jus t  described. 
This means, i n  other words, that "other labor income" was allocated t o  each 
county i n  the same proportion as the t o t a l  of wages and salaries received by 
that county. 

B. Proprietorship Income 

Proprietorship income i n  the Department of Commerce accounts i s  sub- 
divided into two categories, nonfarm proprietorship income and farm propri- 
etorship income. The same division i s  maintained i n  t h i s  study, and it was  
thus necessary t o  construct separate allocators fo r  these two classes of 
proprietorship income. 
t o  allocate these two income categories t o  the counties. 

The following sections describe the methods employed 
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Nonfarm proprietorship income: The basic source for the construction 
of allocators for this incciue component was the Census of Business for 1948, 
1954 and 1958. 
wholesale trade, and services was determined. 
each of these categories was weighted by the annual average wage appropriate 
to Etach type of act5vity and the products were accumulated to derive a weighted 
total for each county. The totals for the individual counties were computed 
as a per cent of the accumulated total for the state; the resulting percentage 
figures were used as the basic allocator for nonfarm proprietorship income for 
2-948, 1954 m d  1958, 
sale trade and services is based upon the assumption that the wages paid in 
these activities accurately reflect the relative differences in proprietorship 
incane in the counties. 
proprietors in each county will be approximately proportional to the d e r  of 
proprietors in retail and wholesale trade and services. 

From the Census the number of proprietors in retail trade, 
The number of Proprietors in 

me use ~f the annual average wage in re tai l  and whole- 

Ihe procedure also assumes that the total nonfarm - 

Allocators for the other y e a r s  covered were obtained by interpolation 
or extrapolation. 
using 1948 and 1954 as benchmarks. For the years 1955, 1956, and 1957 the 
benchmark years for the interpolation were 1954 and 1958. 
and. 1960 were obtained by extrapolating the trend established between 1954 
and 1958 to these yesss. 

For 1950, 1951, 1952, and 1953 an interpolation was made 

Allocators for 1959 

Farm proprietorship incme: The basic procedure utilized for the 
allocation of farm proprietorship income to the counties was to derive an 
estate of net farm income for  each county, using this estimate as a basis 
for computing a percentage figure to allocate to each county the state total 
of farm proprietorship income as reported by the Department of Cmmerce. 
figure for net farm income was obtained by allocating to each county an amuunt 
representing gross farm income and farm expenses. State totals for gross farm 
receipts and farm expenses were obtained f r o m  the F’arm Incame Situations, 
published by the U. S. Department of Agriculture. The difference between 
gross farm income and farm expenses yielded the net income figure which was 
ultimately used to compute the allocator for farm proprietorship income. 

The 

Gross farm income as reported by the Department of Agriculture con- 
sists of six major categories of income, 
stock and crop marketings; government payments; the value of on-the-farm con- 
sumption of agricultural products; the gross rental value of farm dwellings; 
F--nd the ne% change in farm inventories. 

These include receipts from live- 

For each of these individual 

- 10 - 



components of gross farm incune an allocator was constructed; the procedures 
empluyed for  these allocators are br ief ly  described i n  the following para- 
graph .g 

Allocators for  gross receipts from livestock and crop marketings 
were constructed on t'ne basis of production estimates supplied by the State- 
Federal Division of Agricultural Stat is t ics ,  as well as production data con- 
tained i n  the Census of Agriculture for  1954 and 1959. Government payments 
by county were obtained from the annual reports of the Agricultural Stabili- 
L ~ U U L I  anti C ~ ~ i ~ ~ r v ~ t i ~ i i  ~erv ice  (Mcs). ~ ~ c x z t c ; r a  f o r  the ;xkae of m-+&e- 
faam consumption of agricultural production w e r e  derived by using data on the 
number of farms and the average rural population per county, as reported i n  
the Census of Papulation, and information f'rm the Census of Agriculture on 
the average value of products consurced on the farm i n  1944.g 
far the gross rental  value of farm dwellings w a s  derived from information on 
the number of farms per county estimated by the State-Federal Division of 
Agricultural Stat is t ics .  
an allocator for  the net change i n  farm inventories. 

--A2 -__ 

The allocator 

Data supplied by the latter w e r e  also used t o  derive 

Farm expenses as reported i n  the Farm I n c m z  Situation consist of 11 
items. These are feed; hired labor; livestock purchased; seed, f e r t i l i z e r  
and lime; repairs and operations of capi ta l  items; miscellaneous; depreciation 
and other consumption of farm capital; taxes on farm property; interest  on 
farm mortgage debt; and net rent t o  nonfarm landlords. For farm expenses the 
same procedure w a s  followed as for gross farm income, which is t o  say an al- 
locator was constructed for  each of the individual i tems of farm expense fo r  
distribution of the s ta te  totals  t o  the individual counties. Following the 
distribution of the individual items, a t o t a l  of farm expenses was obtained 
for each county, which was subtracted *om the t o t a l  of gross income for  the 
county t o  obtain the appropriate figure for  net income. 

In the construction of allocators fo r  the individual components of 
farm expenses, the major sources were the Census of Agriculture for  1949, 1954, 
and 1959, Annual Reports of the State Tax Commissioner, and the Annual Reports 
of the State Department of Agriculture. - Census of Agriculture data were used 
for deriving allocators for these items; feed; hired labor; livestock pur- 
chased; seed; repairs and operation of capital  items; miscellaneous; interest  
on farm mortgage debt; and net rent t o  nonfarm landlords. The Annual Reports 

A more detailed stateinent of these procedwes i n  miineographed form czn be 
Qbtained by writing t o  the Director of the Bureau of Business Research, 
College of Business Administration, The University of Nebraska, Lincoln, 
Nebraska . 

1944 i s  the only year in  which t h i s  information was reported i n  the Census 
of Agriculture. 
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af the State Tax Commissioner were used i n  the construction of allocators for  
depreciation and other consumption of farm capital, and taxes on farm property. 
Expenses for  f e r t i l i z e r  and lime were allocated t o  the counties *om con- 
sumption data obtained i n  the Annual Reports of the State Department of Agri- 
culture. 

In the computation of farm proprietorship income the procedures 
described i n  the preceding sections w e r e  employed t o  obtain county to t a l s  for 
the yews 1950, 1954, 1958, 1959 and 1960. 
st.lrdy %he allmators were obtained by interpolation frm an average of the 
straight-line trends between 1950 and 1954 and 1950 and 1958 for the years 
1951, 1952, and 1953, and an average of the straight-line trends between 1954 
and 1958 and 1950 and 1958 for  the years 1955, 1956, and 1957. 
two trends was used because the farm proprietorship cmponent of personal in- 
come has a greater vo la t i l i ty  than any of the other components. 

For the other years covered by the 

The average of 

C. Property Income 

The basic source for  the construction of allocators for property in- 
come has been the Annual Reports of the State Tax Commissioner. 
county the combined t o t a l  of Class "A" and C l a s s  "B" intangible property was 
obtained from the Annual. Report of the State Tax Commissioner. The t o t a l  of 
the combined valuation for each county w a s  computed as  a per cent of the t o t a l  
for all the counties. 
t o t a l  property income in  the state as reported by the Department of Commerce 
t o  the counties. 

For each 

This percentage figure was then used t o  allocate the 

Determination of property income i s  one of the most d i f f i c u l t  and 
perplexing of economic problems, not only for the counties, but for  the s ta te  
as a whole. With respect t o  the counties the primary diff icul ty  lies i n  the 
lack of substantial data at the county level which accurately re f lec t  income 
received i n  the form of rents, dividends, and interest .  
present method would be t o  use Census of Population data on the distribution 
of incame i n  the census years, with interpolation for  the intervening years 
!Ibis method w a s  employed in an ear l ie r  study on county incanes i n  Nebraska. 
The method employed i n  the present study is not necessarily superior; i t s  chief 
advantage l i e s  i n  the fact  that it is based upon data available on an annual 
basis, and thus does not have t o  re ly  upon interpolation. 

An alternative t o  the 

ioJ 

10/ Sidney Henderson, Income i n  Nebraska by County, Business Research Bulletin 
No. 59, College of Business Administration, 1955. 
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D. Transfer Payments 

To construct the allocator f o r  transfer payments, individual allo- 

These cate- 
(1) old-age and survivors irsurance benefits (Social Security); 

cators were constructed for  five categories of transfer payments, for which 
s t a t e  t o t a l s  were made available by the Department of Commerce. 
gories are: 
(2) s ta te  transfer payments i n  the form of old age assistance, aid t o  de- 
pendent children, aid t o  the blind, and aid t o  the disabled; (3) veterans 
benefits; (4) railroad benefits; and ( 5 )  unemployment campensation. 
t y p s  of transfers were uti l ized i n  part because of the availabil i ty of ade- 
quate data for the construction of allocators for  each of these individual 
categories, and i n  part because the five selected account fo r  an increasing 
proportion of t o t a l  transfers. In 1950 transfers i n  these five categories 
amounted t o  47.4 per cent of a l l  transfer payments received by Nebraska resi- 
dents; by 1960 this percentage figure had increased t o  61.4. The intervening 
years show a steady increase i n  the proportion of t o t a l  transfer payments ac- 
counted for by these categories. 

These f ive 

The procedure used for the construction of a general allocator for  
a l l  transfer payments was, f i r s t ,  t o  allocate transfers paid i n  each of the 
f ive  categories discussed above t o  the counties, and, second, sum these to t a l s  
fo r  the counties and the s t a t e  as a whole. The percentage figure representing 
the share of each cuunty i n  the total was uti l ized as the allocator for all 
transfer payments. 

The allocator for old age and survivor's benefits was constructed 
direct ly  from date  on the amount of monthly benefits paid t o  persons in  each 
county i n  the s ta te  as of December 31 of each year. 
from the Social Security Administration i n  Washington, D. C. 
cator  for s t a t e  transfer payments, data contained i n  the Annual Reports of the 
Department of Public Welfare were used. These reports contain t o t a l  payments 
made each year i n  each county f o r  the four types of transfer payments made by 
the state.  
direct  proportion t o  the population of each county. For the construction of 
allocators for  railroad benefits Census of population data  for  1950 and 1960 
were used. Esnplayment data f b m  the census for railroad workers were weighted 
by census data on median incomes for  both 1950 and 1960 t o  obtain an allocator 
for  these years. For the intervening y e a r s  a straight-line interpolation was 
used t o  derive the allocator. 
1950 and 1960 was allocated t o  the cuunties in  these years by the use of data 

These data were obtained 
For the allo- 

Transfer payments t o  veterans were allocated t o  the counties i n  

The figure for  unemployment compensation i n  

on unemployment obtained f r o m  the Census of Population. 
years allocators were obtained by a straight-line interpolation. 

For the intervening 
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E. Individual Contributions for Social Security 

Allocation of the state t o t a l  of individual contributions t o  Social 

This means, i n  effect ,  tha t  in- 
Security was made by using the same allocators employed t o  distribute the com- 
ponent "other labor income" t o  the counties. 
dividual contributioas t o  Socizl Security were el lmated i n  the s a  propor- 
t ion  as the t o t a l  of wages and salaries received by each county. 

Allocators fo r  1961 and 1962: Because certain mechanical and 
mathematical diff icul t ies  exis t  i n  some counties i n  extrapolating trends t o  
obtain allocators for  1961 and 1962, and because data for  the more precise 
determination of allocators for  these years do not yet exist ,  the same allo- 
cators have been used for  1960, 1961, and 1962. 
since the forces which might make fo r  a change i n  the county distribution of 
income are not pronounced enough t o  a l t e r  the pattern greatly i n  a twG-year 
period. 
than this .  
from the Census of Business, new allocators fo r  the 1960's should be con- 
structed.ll/ Until then the 1961 and 1962 figures given herein may be regarded 
tentatively as reasonably correct preliminary estimates. 

'ibis procedure appears proper, 

It does not appear advisable, however, t o  push the procedure farther 
When 1963 data on mamrfacturing and agriculture become available 

F. Reliabil i ty of the Estimates 

The r e l i ab i l i t y  of the estimates of county incame contained i n  t h i s  
study depends primarily upon the accuracy and validity of the sources used in 
the construction of the allocators for  each of the different income categories. 
Several comments i n  th i s  regard are warranted. 

Wage and salary incane accounted fo r  s l ight ly  Over 56 per cent of 
the t o t a l  personal inccnne i n  the s t a t e  in  1962. 
county estimates is obtained by the use of data fromthe Bnployment Security 
Division of the State Department of Labor, as the division reports quarterly 
the actual t o t a l  by county of wage and salary payments i n  covered employment. 
The four industrial  categories for which th i s  source was used exclusively-- 
manufacturing; wholesale and r e t a i l  trade; finance, insurance, and r e a l  estate; 
and services--accounted i n  1962 for  54.8 per cent of total wage and salary 
payments i n  the state, 
the counties on the basis of weighted employment figures by industry obtained 

A high degree of accuracy for  

The balance of wages and salaries was distributed t o  

from the Census of Population. Allocators constructed for the benchmaxk. 

This updating is  now being carried out a t  the Bureau of Business Research, 
University of Nebraska. 
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years of 1950 and 1960 are undoubtedly accurate and reliable. 
straight-line interpolation t o  obtain allocators for the intervening years 
might be subject t o  some error, although i n  the absence of more reliable 
sources on wage and salary payments fo r  these intervening years t h i s  seemed 
the most appropriate method to employ. 
Eknployme.nt Security Division was not broad enough to be usef'ul for these years, 
although i n  the f'uture it should be possible t o  re ly  increasingly on th i s  
source e 

The use of a 

The coverage provided by data framthe 

Tlne prcprietnrshlp cmpme-"-t- of p r s ~ m l  l m m e  m s   broke^ dclwn i n to  
the two broad categories of farm and nonfarm proprietorship income. 
methods employed for the construction of allocators f o r  the farm component of 
t h i s  income category must be adjudged as exceptionally accurate, primarily be- 
cause the county estimates of gross farm incane are derived either from pro- 
duction data or other sources f o r  which highly accurate county data are avail- 
able. Government reports on payments t o  farmers by county are an example of 
the l a t t e r .  
expenses are satisfactory. 

!the 

The three key sources used t o  obtain county estimates of farm 

The nonfarm campanent of proprietorship income was allocated pri- 
marily m the  basis of the number of proprietors (weighted by a wage figure) 
as reported by the Census of Business for  r e t a i l ,  wholesale, and service es- 
tablishments i n  each county. There i s  no reason t o  question the accuracy or 
r e l i ab i l i t y  of these data. The most serious deficiency i n  t h i s  approach i s  
primarily that it does not reflect  or measure directly professional incmes a t  
the county level, i.e., physicians, dentists, and lawyers pazticularly. The 
underlying assumption i s  tha t  professional incgnes of t h i s  nature Will vary 
between counties i n  approximately the same proportion as proprietorship in- 
come i n  general. This assumption is  plausible, but it should, nevertheless, 
be tested by additional research. 

There is l i t t l e  reason t o  be dissatisfied w i t h  the probable accuracy 
of the allocators for  transfer payments. 
cussion, data on actual benefits received by county are readily available for 
the two most important single categories of transfer payments, namely old age 
and survivors insurance payments and s t a t e  transfer payments i n  the form of 
old age assistance, a id  t o  dependent children, a i d  t o  the blind, and aid t o  
the disabled. The use of population data as a basis for  the allocation of 
veterans benefits may be questionable, fo r  t h i s  assumes tha t  the number of 
veterans i n  each county receiving benefits of a transfer character i s  directly 
proportional t o  the population of the county. This, too, is an assumption tha t  
warrants further investigation. 

As pointed out i n  the prior dis- 

Without doubt the least  satisfactory estimate i s  that of the prop- 
er ty  component of personal income, both for  the s ta te  and for  the individual 
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counties. 
sioner have been ut i l ized t o  determine the allocator. 
t ion  of this  procedure is simply that reported valuations by county for in- 
tangible property will accurately allocate income accruing t o  residents of 
each county i n  the form of rents, dividends, and interest .  Since it appears 
t ha t  there may be quite wide variation among the counties in  the completeness 
of reporting and the accuracy of valuation of such property, th i s  is  an as- 
sumption which, t o  say the least, is i n  need of -her testing t o  determine 
i ts  validity. 
allmators for  the property income component by breaking the state total  d m  
in to  i ts  individual components of dividends, rent, and interest .  
down can be obtained for the s ta te  from the National Income Division of the 
U. S. Department of Commerce. The s ta te  t o t a l s  might be allocated t o  the 
counties on the basis of data on bank deposits and r e a l  estate valuation, with 
the final results being campared t o  the resul ts  obtained fromthe use of prap- 
erty t a x  information. 

In the present study data f'romthe office of the State Tax Commis- 
The underlying assump- 

One possible way t o  do th i s  is t o  derive a different s e t  of 

Such a break- 

One final camment is  necessary. This study represents an experi- 
mental attempt t o  develop a satisfactory methodology for obtaining accurate 
estimates of county personal income within a reasonably short period of time. 
The methodology ut i l ized i n  th i s  study should not be considered as final and 
complete. 
tentative i n  character and subject t o  change and revision as more and better 
data become available. The methodology employed should be viewed as subject 
t o  continuous modification and improvement as knowledge and understanding of 
the basic determinants of income a t  the level  of the individual county in- 
crease. 

The estimates contained in the present study must be regarded as  
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